Abstract: This article aims to determine whether the developments in the insurance business production correspond with the development of the expense-to-revenue ratio of an insurance portfolio. The subject of the research is insurance companies belonging to the VIG insurance group in the Czech Republic. Its commercial production, i. e. insurance business, will be evaluated. The evaluation will be performed by analysis and comparison of financial ratio indicators for the period 2005-2013. The insurance business will be first examined by market positions through market share, increase in gross written premiums and product diversification. Subsequently, insurance business will be evaluated by cost ratio indicators, namely by expense ratio and loss ratio. The expense-to-revenue ratio and product diversification will be assessed in the non-life segment. Finally, a comparison will reveal whether the development of market position corresponds with the development of operating costs and costs expended on insurance benefits.
Introduction
This article reflects on the current situation of how to assess insurers in the Czech insurance market. In various statistics and annual reports the insurance market is primarily assessed from the perspective of commercial production, i. e. market position and growth in premiums written. This is very aptly described by Lhotská (2012, p. 23) : "We are witnessing a competition aimed at maximizing market share in the volume of premiums written. " Lhotská (2012, p. 23) notes that the insurance market is not so much threatened by irregularities in the distribution, climate changes and the very current issue of new legal regulation of the insurance market.
The main threat to the insurance market is short-sightedness of insurance companies pursuing a "swift victory". Insurance companies, instead of profitability and benefits from insurance contracts, pursue primarily volume of new production. Lhotská (2013, p. 28) points out that insurance companies should concentrate on the quality of their insurance portfolios and thus seek to improve the outcome of their own insurance business. Insurance companies should achieve an adequate quality of their insurance portfolio and a suitable product structure. The quality of an insurance portfolio, i. e. plurality of contracts of all products, can be defined by various parameters. It is suitable to evaluate claims ratio and cost management portfolio. Lhotská (2015, p. 13) emphasizes the charm of the market share and the fact that every insurance company is pleased "when its insurance company has a bigger pie chart than its competitors." According to Lhotská, this aspect is overrated and steps to ensure greater market share may even be counterproductive, as evidenced by the history of Czech liability insurance. It should be noted that the market share must not be superordinate to the priority of insurance companies which is their profit. Profit is related not only to the size of the portfolio, but also to its quality. Řezáč (2009, pp. 158-162) presents results of his research conducted into the use of commercial insurance market strategies in 2004. According to this research, 77% of insurance companies seek to grow and 46% would like to increase or maintain their market position, which confirms Lhotská's approach to evaluating insurance market (2012, 2013 and 2015) . Speaking of Řezáč's research (2009) , it is also interesting to mention his stating that the cost strategy is implemented by 15% of insurance companies. Most commercial insurers assess the state of the insurance market in the Czech Republic as stable and they do not anticipate disproportionate cost increases.
The object of my research is the Vienna Insurance Group (hereinafter referred to as VIG), which is due to its market share among the most important insurers in the Czech Republic. This group is formed by Kooperativa pojistovna, a. s., Vienna Insurance Group (KOOP), Česká podnikatelská pojišťovna, a. s., Vienna Insurance Group (ČPP) and Pojišťovna České spořitelny, a.s., Vienna Insurance Group (PČS). To complete the picture, it should be noted that the second major insurance group in the Czech Republic is PPF -Generali, which was founded in 2008. The market share of this insurance group was in the period 2008-2013 about 2% higher than the VIG's (annual reports of Czech Insurance Association). 
2015)
The abovementioned evolution is essential for characterizing PČS. Ratio indicators used in the insurance industry are based on general ratio indicators used in corporate financial analyses. However, in the world of insurance they must be adapted because of the distinctions. (Vávrová, 2014) . According to Vávrová (2014) , the aim of commercial insurers' activities is not only the insurance or reinsurance business but also investing funds that are temporarily available. Commercial insurers must set the price of insurance protection without their exactly knowing the costs associated with the services provided. The insurance company must be able to manage a portfolio of insurance contracts, i. e. the insurance portfolio and investment portfolio.
The first part of this research focuses on the analysis of gross written premiums (hereinafter referred to as GWP) and indicators that are used to calculate the GWP. 
Subsequently, I also analyzed the annual increase in GWP, as this indicator should demonstrate growth; the recommended value according to Korobczuk (2007) is in the range between -10% and + 30%. According to Vávrová (2004) , new insurance companies make effort to reach a higher growth rate in the early years, and this indicator must be considered marginal in new insurance markets.
Another part of my research focuses on the non-life insurance segment. The reason for this concentration is primarily reporting of statistics and the type of the selected indicator. I will analyze the distribution of insurance products. Product diversification is also assessed by the rating agency Moody's (www.moodys.com) and insurance products are evaluated by whether or not they achieve at least 10% of premiums written.
Furthermore, I also calculated and assessed the cost items of non-life insurance. I calculated the ratio indicator "expense ratio" (ER), which is very often used in evaluating costs of insurance activities (Pulchart, 2002; Korobczuk, 2007; Gestel et al., 2007; Vávrová, 2014) . It is the proportion of operating costs and premiums written. For the calculation I took into account gross operating expenses (GOE) and gross premiums written (GWP). This indicator should reach an amount lower than 30% (Vávrová, 2004; Korobczuk, 2007) . The formula for the calculation is:
The last indicator is the loss ratio (LR) (Pulchart, 2002) . This is the share of insurance benefits costs (GBC) and premiums written. 
Increase in Gross Written Premiums
Increase in gross written premiums (or growth rate) is the most commonly monitored indicator in the insurance market and it is graphically illustrated in Figure   3 . Growth rates of insurance companies in the period were in positive territory. Only 
Product Diversification
For the correct assessment of insurers' insurance portfolios it is important to learn more about the structure of IP. Firstly, it is necessary to divide GWP into life and nonlife insurance. This is reflected by Source: Author's own work based on insurers' annual reports
Having compared the values in Table 1 Source: Author's own work based on insurers' annual reports
Structure of Insurance Portfolio of Non-life Insurance
Insurers KOOP and ČPP dominate in non-life insurance and non-life insurance IP reached almost 70% of market share within overall GWP in 2013. Table 2 also includes civil and business insurance. These IP are assembled after selecting relevant items and subsequent summation of GWP of property insurance and liability insurance. Source: Author's own work based on ČAP's statistics 10% of the total GWP were achieved by four KOOP's IP throughout the period. 
Expense-to-revenue Ratio of Non-life Insurance Portfolio
The first monitored indicator is the cost indicator loss ratio (LR). The lower values, the better for insurance companies. Figure 5 shows the development of this indicator.
Given that the insurance company PČS has a very low share of non-life insurance, its evaluation will be considered marginal. However, the figures indicate a significant decline in this indicator and value in 2013 is the lowest of all within all monitored subjects. share, relative share and growth of GWP are slightly fluctuating. Product diversification is even. This insurer is a universal insurance company with a predominance of non-life insurance (70% share). Loss ratio is in the range between 53% and 60%, expense ratio is in the range between 20% and 22%. Expense ratios also show a slightly fluctuating development. We can say that the development of the KOOP's commercial production corresponds with developments in the cost of the insurance portfolio.
ČPP insurance company has ranked 7 th (2013) in the Czech insurance market. It is a universal insurance company which specializes in insurance of motor vehicles and motor vehicles liability insurance. In terms of market position, it can be evaluated as an insurance company with significant growth in market share and relative share. In the monitored period it is also evident that its GWP grew significantly. Product diversification is uneven. This is caused by the increased share of motor vehicles liability insurance and motor vehicle insurance. In terms of temporal evolution we can positively assess ČPP's reducing GWP proportion for these insurance products. Loss ratio is in the range between 39% and 72% and expense ratio in the range between 11% and 33%. Cost ratios show a slight increase. We can say that ČPP's development of commercial production does not correspond with the development of cost of the insurance portfolio. In the monitored period, both cost ratios rose. The insurance company should focus on product diversification of its insurance portfolio and its expense-to-revenue ratio strategy for its insurance portfolio.
PČS has ranked 5 th (2013) in the Czech insurance market. It is an insurance company specializing in life insurance in form of bancassurance. For this reason, this insurer has not been evaluated within production diversification and expense-torevenue ratio. In terms of market position, it can be evaluated as an insurance company with significant market growth and relative share.
VIG's overall results are, due to the structure of individual insurance companies, very positive, both in terms of market position, and in terms of expense-to-revenue ratio.
These results would not have been reached without the high market share of KOOP and growth of PČS, which focuses on the life segment.
